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licenses: The time it will take for digital consumer devices to reach significant
penettanOl1, however, is a major unknown.

Is .'vb'. Safire's estimaJe ofa potential value of S500 billion a plausible one, given the
auction process that would be phased in over a number ofyears?

In his March 16, 1995 New Ygrk TIop essay, William~ said "Based
only on current uses, which are primitive, the market value of the VHF, UHF,
cellular, broadband and narrowband spcdnDn ranges around S120 billion."
~ also noted that in the future, the~ of the~ spcdnDn will
expand. as will its value, "I"ve seen lX)t-for-cribution estimates that the
market value of the digitized spcdnDn in that onn.&Ung era will be - hold
your breath - a half-trillion dollars, give or take a hundred billion."

lhe estimates the FCC~ presented 1ft conservative, and based on what is
true in the broadcast nwkct today, both in te:rrm of services and market forces.
It is highly unlikely that the capitalDB'kets can Cf' will'-pur forth a half-trillion
dollars on what are now speculative services with equally speculative demand.
It is worth noting, howev«, that e.iy estimates of denw¥i in the cellular
market were very conservative, with projectioos of \mdcr 1 million subsaibers
by the year 2000. The aJna1t subsaibership level~ grown to over 2S
million. The value per pop has also risen dramatically, from S10 in April,
1984 to S242 in lamay, 1995. There is 00 reason to believe that the new
services offered using digital broadcast teehmlogy will oot do as well as or
better than this.

TherefCR, while we believe a public auetim held today would oot reach the
S500 billion cstimale, it is possible M pivate nBicet valUltioos in the future
might lead to figures closer to Mr. Safire's estimate.

What potDtIid doa r6ilizDtiDft cfthIl spectIVrI this additiorrDlMG)' havefor
deve/opll... ifIIIW t«hnologia and industries and new e1fJ1loyment compat'ed to
utilizolioll._ 8pICIrfIIftfor television services?

&cin ". job aeabm fi'om bcRtofcn \ftIeveloped services and technologies
is a ta* m. is rmre diffiaJlt thm predicting the value of specttum. Althoush
we canncx make esriJDtes of job Cf' inf1Istrial FJWth with any degree of
eatainty, the Conmission does fully support the adoptim of policies tilt
encourage the aeabOO of new services and jobs tmuF~,
c:xpsnsiOll of services and~@
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Question 11uw

The pending legislanon ..vouJd permit the additional television use ofthe spectrum with
no recovery to the government. but does appear to allow the taxpayers to recover
some type ofannua/ fee or rent based on what the FCC estimates might be its
estimated market value to the extent the spectrum is allocated by broadcasters for
supplemental mn-television services. Aren't there serious problems in the ability of
the government to recover such a fee ifonly estimates ofvalue con be made and no
actual market auction or other aetuDl mt:riet distribution system is crealetf? What is
the best way to ensure that the tarpayers receive the fuJI value ofthe spectrum?

The best thing for the eamomy, and therefore for taxpayers, is to l"eIQ¢Ire the
NTSC spectrum by a rapid and sure transition and permit 1:Jroedcating to move
to a digital broadcast standard.

Spectrum is a critical and valuable n&Cnl resource owned by the public.
While the revenue that was collected from the PeS ~om was an important
benefit for taxpayers, the rmst important benefit was that the spedl'Um was
~igned to those who derncnsINed their willinpss to invest in utilizing this
scarce resource. The result of this et1icicnl market-besed spedl'Um MSignment
approach is that tens of billiom of dollars of additional investment will be
made and close to a million jobs will be aeated ~ the PeS opa3tttS provide
competition in land-line and ceD" telephony, lowering prices and inaeasing
quality of service.

Moving the broadcast industry to digital tta&uission ~ quickly ~ possible is
aitical to our eamomy bcmlle it r.- only will allow. bro8d<.'asr industry to
offer improved services to consuma'S, 1:U became it wiD allow us to free up
large anwnts of contiguDlB natiCllWide spectnm that em spur additimal jobs,
imestmer4, COl~G1 and alCtion revenue. BeallIIe the NI'SC analog
brtwt4.a M-W 8I1d the television receivers that receive this analog signal
\\We c' ..., <MI' SO yean ago, a sianifiamt anon of spedl'Um is wasted
a. t $ S today baYe over 400 MHz asigned to them, but because of
il....... and DBkct forces, CIl avCI'8F CIlly 80 MHz is used per market.
In die tap II8bIs, a'OlDi 120 MHz is \lied. Digital broedra5ting will allow
much mtR efficient and iJ:Uemive ute of this spccuum. Disifal statiom can be
slotted in betw=l the existing NTSC dions with minimal imafercnce during
a transition period dB would allow for the developmd of the services
desaibcd above. These digital broadcast slots would be of limited value for
other users becmme they are rD cmbguoos, there would be no cormDl
nationwide channels, and their use would be resttieted by the need to avoid
interference with NTSC analog televisim sets. When the transition to digital is
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completed, however, and the analog NTSC stations arc turned oft we will be
abl~ to ~er signifi~~ of contiguous. common channel spectrum
natlon~de: If repacking is required (something many~ object to,
but 'Wtlich IS necessary to aeate the maximum amount of contiguous spectrum)
around 150 MHZ of prime spectrum may be recaptured The exact amount will
be determined by power, interference., and transmitter location rules. This
spectrum can be auctioned off to aeate a new genaatioo of wireless services
with all the attendant inv.sment, job aeation and competition that results from
efficient spectrum use.

Thaeforc. speeding the transition to digital television browfc.nng is in the
public interest because it win free up a siFificartt anxu1l of spectrum and
create a whole new grnaation of brcw"•., and other services.

In speeding this transition to the digital age a major policy goal must be to
ensure that consumer expc:me Di dislocation is~ There are over 34
million television households that rely on over-the-air signals for their
television service. These households aut either buy a digital television or a
converter box or transition to one of the othervi~ providers
such ~ cable, DBS, video dial tone,~, or LMDS. The CormDssion's
currrnt plan is to allow for a 1S ys tnaition befcft nog stations would be
required to caIiC transmission. It woold be in everyone's best irtta'est to
identify ways to speed this transition and the CormDssion aJn'eI1t1y is
evaluating options to achieve this goal.

The second issue m. aut be admessed .. I8t of the tnnitioo to digital
broadcasting is wha constiues filii' troehwa for Ix'oetbstcn wOO are
operating today's analog _ODS. The vast maj«ity of these ImIdcata's
bought their statia1s md the riaU to lIIe the spectrum in~ transactions
~ they plid fair n8bt value. They bOll" these staiens with an
cxper'NCy of n:neWIl and ttu it would seem \m&ir to ask them to shut down
their ........ some fiJn.R dR widnIt providina than some fcxm of
"c. 01 2+00." The CormDssioo's a.mrl plm is to"~" them with
till .1JI1111l b' the diattallicaJse. Some have .ad, bJwevcr, if this
CCdfU8Rm sfwld be IIDletIry or in-kind with some other spedrUm grant.

Pending SenIfe lesislarioo adIlesscs these quesQcn by providing each
broedcaster a digital braKi_ liccme ant asking them to .->' a fee t.ed 00

the pcrtalt of time they o1fa' subsaiptioo services. Yau are axrett that there
are serious problems with this propll5I1. ~ propll5I1 that relies OIl a fee tied
to use has all the theoretical Di~edrawbBcks of a~0Il
tax. It distorts use and stifles~oo and it requires the FCC to be
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highly active in~y monitoring, allocating and auditing the relative uses
of specttum. This additional oversight would require increased resources at the
FCC and nul the risk of miaomanaging a new industry. These problems are
significantly rcdIlCed by using a flat spearum fee but even this proposal. as
you point~ forces the FCC to determine the apptopri8le fees for spectrUm
without having an appropri8le market valuation.

There are many options for addressing these issues and the way in which the
ttansition from NTSC to AlV is~ each of which seeks to meet
different policy objectives. Some of these options are within the Commission's
statutory authority, but oth:rs are oot. The Commissioo welcomes the
opportunity and flexibility to explore these options fully and to find a solutioo
that maximizes public and privare beDefit.

QuesUon Four

As we unt:ierstand it. broarict:mers' legal rights to the spectrum an limited to licenses
for analog broadcast ofover-the-air free television services 011 the portiOll of the
spectnIm they an allocated in the license and QCtUQ/1y utilize. Do broodcotters have
any legal rights to use ofthe spectrum beyond the limits in their CU1'1WJI licenses? Do
they have rights to offer services other than the over-the-air free television services
allowed in their licenses. such as the supp/"""'*J/ services discussed in question 2?

Television~ are licmsed to povide analog over-che-air televisioo
service on their licmsed spedrUm, \u this service need not be "free."
Licensees may provide analog televisioo service em a subsaiptioo basis,
provided that they~ FCC-approved CD:Oding equipDtil and notify the
FCC at least 30 days in advm:e of the ODIlllralt'e1D&U of subsaiption service.
Televisioo txari-asren IDlY offer additia1a1 savia:s 00 the vertical blanking
intava1 (VBI) in the video pcxtim of their NI'SC sip! md m aanl
wmiln in tile audio pcxtim of their NI'SC sip!. ~esof such
scm. ill 1be VBI iDcJude te1dt:x1, paging, ani messages, closed captioning,
... -"ina. and bulk diu disUituicn

TekWiaD 1':In:tBast liccnscr:s may also make use of subcmiers in the ual
porUm of the sip!. See 47 USC Sc:cs. 73.66S, 73.667, md 73.669.
Licc:nsca may use subc:mias b sta'eO DD1 t1adllliaioo of siPs relating
to the opeu4im of TV dims c.e.a.. reJaying bawbIIt~ to other
stations), t1alSlDissim of pilot or aDI'OI sips to aJbmce the aim's
propn service (~ receiver amoI, posram alating or identifieatim), or
subsidiary comnuUeations services such as functional nuic~ background
tmJSic in elevators), foreign~ JX'O&r'8IDS, radio reading services, utility
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load,~ financial data, paging, and point-ro-point or point-ro
mulnpomt rncssaga.

With the NTSC standard, there is not much capacity left for ancillary services
to be provided. With the advent of a digital standard, broadcasters \\oi11 be
much better able to use the spectrum in an efficient manner and develop
ancillary services to a greater degree.

Questioa Five

Are broadcasters able to provide both an anoJog and digital signal on their C7JnWfl

spectnJm?

Television broadcasters are aJmI1tIy~ pcnnitted to provide a digital video
signal. They provide an analog video sip!, td may provide ccnain digital
services on the VBI er aural subcarias. Even if they were permitted to
broadcast digital "in t.nd" with adag, the a.mnt teehiiOlogy only supports
less than 1 Mbps, with 1-2 M1p perhaps possible. As a poin! of reference,
this capacity is suflicia'll fer only one poor resolution video prognun.

To what extent have the broodcarters mode, or will they fI'ItlIa!, investments to develop
digital television?

The broadcast netwms ft am'CdIy ftmdina the Advanced Television Test
Center \\obere wark on a Digital Hi" Definition Television standard is
underway. 1bey have caJlributcd abcU $14 million in addition to equipment
and pc:rsonnd to this effixt. As auribaxs to the Adviscxy Committee on
Advanced Television Service, brcetJt_as have been~ of a majer effort
involving over one tIa.Bmd people axxb:ting rcssch md advising the
Commissioo 00 the tedmical md pj)lk policy issues cmceming advanced.' ........
81' F r ••ioI. have been \Bing W'JCOll~essed diaital recording fer years
and _ ...... mjllims CIt COfl4ltessed digital editing equipment as they
iw p. VJI.y uppde existina equipIm from .-log to digital both to take
adv1naF of tile hi" quality of digital equipIm md to pitJ8e for a new
advanced televisim sr.MBd.

What additional costs could the brcJodraJten eJqJ«:t to make to undertdce digital
brnodcamng?

The 1992 Advisory Committee CIt Advanced Televisim Scmce (ACATS)

Cf}
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estirI8es of the costs of convmion from analog to a HD1V digital sip! are
between S1.3 to S1.6 million per station for a "start-up" station (no IIDTV or
digital local origination capabilities - just pass through of HOT\! or digital
signals and convmion of analog to digital). The Advisory Committee has
estimated the cost of a transitional studio (allowing some origination of digital
HOlV) at approximately $2.2 million per station. It is relevant to note that the
cost of simply upgrading from analog to digital, forgoing the High Definition
capabilities, is estimated at <X1ly 5260,000 less than the full HDlV COI1vmion.
due to the fact that nu::h of the equipment, including tnmsmitters, transmission
line and antennae, are the same for both standard definition digital and high
definition television. Thae R currently 1,527 comn:acial and n0n
commercial television stations for am esti~ed indusuy total of $1.99 to 52.44
billion for pa.ss-throuah facilities or $3.36 billion for t:na1Sitional studios. This
number would be hip for a c:oIq)lete cmversim of all studio c:ameras and
equi~ although we do mt have estinBes of those costs at this time.
Since these expenses \\OOld be ina.ITed over time across the t:na1Sition. much
of these expcnditlftS would be ina.ITed tmouF oorma1 studio and equipmenl
upgrades. As tna1ti<D:d slier, nmy -ens, especially those owned by
nctWa'ks and lqe gruup owners, have already bep to incur these costs as
part of their routine upgrade and~ scbWlcs. Further, if stations
are subject to simulcaG1g requiraDaJIs, they will also incur the costs of
powering and maintaining two sees of equipmenl for some period of time.

Questioa Six

Will the current and additionDl 6 MHz exptet«J to be allotDaJ to the~ be
permanml or for a limit«i time period to allowfor the trarI.fition to advanced digital
television? If the allocation isfor Q 1imit«J r;". period. what time period is being
considered and~?

The by~ ofpuvidina am efticierl at etfective amversim to
AlA " Televisicm is the recllUinB of the amd Nne sp:dnD1,
~ , I) by pMmina for recovery of amgulU C08St-to<oat blocks. As
I'cull 'y" tbis IIIIIl be dme in a way .. potecIS both~ and
bnwIr I in\; ...". in... 'IV to the fullest exrent possible. The current
~ requires brtw"asten to uta. tbe 6 MHz of NI'SC spedrUm they
cum:ndy oa:upy • the end ofa 15 y.- tra1Sitim period, leavina tbean with a
6 MHz A'IV chameL 1be tnnitim period will beain m the bla- of tbe 
an HD1V standard is set or tbe dire am alIotm&U of spedrUm for licenses is
adopted. The 15 ye. time frame \\'at chosen in order to preserve~
investment in cutraK analog eepprncd (the average life of a televisim today
is approxirl.-ely 10 YeB'S), to give ccnumcrs a reasonable amount of time to

@



The Honorable Joseph I. Lieberman
Page 15

upgrade, Ri to ~low broadcasters sufficient time to raise the capital necessazy
for a full conversIOn to digital HDlV. The Commission plans to seek
comment on \\'hether, given rapid advancement in technologies, the transition
period should be shonencd.

Some intereSted parties in the Conunission's A1V proceeding have questioned
whether the u.s. Supreme Court's decision in Ashtwclrcr Radio Coep, y, .EC.C..
326 U.S. 327 (1945), would permit the Commission to assign an additional 6
MHz channel (to be used fer advanced television) to each existing television
broadcaster.S In their view, additional broadcast spednJm should be made
available for application by any inttftsted JBtY.

After the transition time period elapses, wi/I the spectrum be subject to auction?

The n:covemi spednJm should be auctioned.
.n

5Jn Mi1w., the aut held tt.- the Conmissi<Xl may not.. one of two bonafide
mutually exclusive applications~ a hcsina <Xl the maits ofboth applications. The courts
have not squmoely addressed~ this holding limits the Conmissioo, in determining
eligibility requiremcIJts in the cmtext of a spednJm alloalli<Xl proceeding, from restricting
eligibility to a defined class. The Commissioo is cummly studying this issue.
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